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which the unit is located shall have
been committed to a plan of condo-
minium ownership by deed, or other re-
corded instrument, that is acceptable
to the Secretary, except as provided in
§ 234.26(i) of this chapter.

[61 FR 26984, May 29, 1996]

Subpart C—Contract Rights and
Obligations

SALE, ASSIGNMENT AND PLEDGE

§ 206.101 Sale, assignment and pledge
of insured mortgages.

The provisions of §§ 203.430 through
203.435 of this chapter shall be applica-
ble to mortgages eligible for insurance
under this part.

§ 206.102 General Insurance Fund.
Mortgages insured under this part

shall be obligations of the General In-
surance Fund.

[60 FR 42761, Aug. 16, 1995]

MORTGAGE INSURANCE PREMIUMS

§ 206.103 Payment of MIP.
The payment of any MIP under this

subpart shall be made to the Secretary
by the mortgagee in cash, until the
contract of insurance is terminated.

§ 206.105 Amount of MIP.
(a) Initial MIP. The mortgagee shall

pay to the Secretary an initial MIP of
two percent of the maximum claim
amount.

(b) Monthly MIP. Monthly MIP will
accrue daily on the mortgage balance
at a rate equivalent to one-half of one
percent per annum and shall be added
to the mortgage balance when paid to
the Secretary.

(Approved by the Office of Management and
Budget under control number 2528–0133)

§ 206.107 Mortgagee election of assign-
ment or shared premium option.

(a) Election of option. Before the mort-
gage is submitted for insurance en-
dorsement, the mortgagee shall elect
either the assignment option or the
shared premium option.

(1) Under the assignment option, the
mortgagee shall have the option of as-
signing the mortgage to the Secretary

if the mortgage balance is equal to or
greater than 98 percent of the max-
imum claim amount, or the mortgagor
has requested a payment which exceeds
the difference between the maximum
claim amount and the mortgage bal-
ance and:

(i) The mortgagee is current in mak-
ing the required payments under the
mortgage to the mortgagor;

(ii) The mortgagee is current in its
payment of the MIP (and late charges
and interest on the MIP, if any) to the
Secretary;

(iii) The mortgage is not due and
payable under § 206.27(c)(1); and

(iv) The mortgagee has not informed
the Secretary of an event described in
§ 206.27(c)(2), or the Secretary has been
so informed but has denied approval for
the mortgage to be due and payable. At
the mortgagee’s option, the mortgagee
may forgo assignment of the mortgage
and file a claim under any of the cir-
cumstances described in § 206.123(a)(2)–
(5).

(v) The mortgage is a first lien of
record and title to the property secur-
ing the mortgage is good and market-
able. The provisions of § 203.353 of this
chapter pertaining to mortgagee cer-
tifications, § 203.387 of this chapter per-
taining to title evidence, and § 203.389
of this chapter pertaining to waived
title objections also apply.

(2) Under the shared premium option,
the mortgagee may not assign a mort-
gage to the Secretary unless the mort-
gagee fails to make payments and the
Secretary demands assignment
(§ 206.123(a)(2)), but the mortgagee shall
only be required to remit a reduced
monthly MIP to the Secretary. The
mortgagee shall collect from the mort-
gagor the full amount of the monthly
MIP provided in § 206.105(b) but shall re-
tain a portion of the monthly MIP paid
by the mortgagor as compensation for
the default risk assumed by the mort-
gagee. The portion of the MIP to be re-
tained by a mortgagee shall be deter-
mined by the Secretary as calculated
in § 206.109. For a particular mortgage,
the applicable portion shall be deter-
mined as of the date of the commit-
ment. The mortgagee retains the right
to file a claim under any of the cir-
cumstances described in § 206.123(a)(2)–
(5).
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